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Report of Independent Registered Public Accounting Firm

To the Board of Managers and Member of BB&T Securities, LLC
(a wholly-owned subsidiary of Truist Financial Corporation):

Opinion on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of BB&T Securities, LLC (the
“Company”) as of December 31, 2019, including the related notes (collectively referred to as the “financial
statement”). In our opinion, the financial statement presents fairly, in all material respects, the financial
position of the Company as of December 31, 2019 in conformity with accounting principles generally
accepted in the United States of America.

Basis for Opinion

The financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company’s financial statement based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit of this financial statement in accordance with the standards of the PCAOB. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free of material misstatement, whether due to error or fraud.

Our audit included performing procedures to assess the risks of material misstatement of the financial
statement, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statement. Our audit also included evaluating the accounting principles used and significant
estimates made by management, as well as, evaluating the overall presentation of the financial statement.
We believe that our audit provides a reasonable basis for our opinion.

meﬂy‘w by

February 28, 2020

We have served as the Company's auditor since 2002.

PricewaterhouseCoopers LLP, 214 N Tryon Street, Suite 4200, Charlotte, North Carolina 28202-1078
T: 704 344 7500; F: 704 344 4100, www.pwc.com/us
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BB&T Securities, LLC

(a wholly-owned subsidiary of Truist Financial Corporation)

Statement of Financial Condition
December 31, 2019

Assets

Cash

Cash segregated under federal regulations
Securities purchased under agreements to resell
Securities owned, at fair value

Securities owned, pledged, at fair value
Securities borrowed

Receivable from brokers, dealers and clearing organizations

Receivable from customers
Receivable from Parent and affiliates

Furniture, equipment and leasehold improvements, at cost (less accumulated

depreciation and amortization of $18,425,952)
Goodwill
Deferred taxes, net

Employee loans (net of allowance for doubtful accounts of $45,718)

Accrued taxes receivable from Parent
Other assets

Total assets

Liabilities and member's equity

Securities sold under agreements to repurchase
Securities sold, not yet purchased, at fair value
Payable to brokers, dealers and clearing organizations
Payable to customers

Accrued interest payable on securities

Accrued compensation

Accrued expenses and other liabilities

Total liabilities

Liabilities subordinated to claims of general creditors

Member's equity

Total liabilities and member's equity

8,901,449
54,631,922
90,269,394

203,676,995
122,511,588
77,100
76,976,319
96,952,360
716,460

5,217,432
99,265,759
12,620,486

124,197,111

1,641,316

55,272,640

952,928,331

125,119,909
87,228,660
4,514,147
158,722,952
923,081
65,595,049
56,910,877

499,014,675

100,000,000

353,913,656

952,928,331

The accompanying notes are an integral part of these financial statements.
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BB&T Securities, LLC

(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

1.

Organization and Description of Business

BB&T Securities, LLC (the “Company” or “BB&T Securities”), is a wholly-owned subsidiary of Truist Financial
Corporation (“Parent”), a financial services holding company headquartered in North Carolina and sole member
of BB&T Securities. On December 6, 2019, The Parent, formerly BB&T Corporation (“BB&T") merged with
SunTrust Banks, Inc (STI). On December 7, 2019, BB&T changed its name to Truist Financial Corporation. The
Company is registered as a broker-dealer with the Securities and Exchange Commission (“SEC”) and is subject
to regulatory oversight by the Financial Industry Regulatory Authority (‘FINRA”).

The Company deals in U.S. Government and agency obligations, corporate debt and equity securities, state and

municipal securities, mortgage and other asset-backed securities, money market and other financial instruments.

Additionally, the Company offers mutual funds, annuities and life insurance products. The Company also offers
various investment banking and financial advisory services in connection with mergers and acquisitions,
restructuring, private placements, loan syndications, loan trading and project financings. The Company provides
these services to corporate clients, institutional investors and individuals.

Summary of Significant Accounting Policies

The accounting and reporting policies are in accordance with accounting principles generally accepted in the
United States of America (‘GAAP"). Additionally, where applicable, the policies conform to the accounting and
reporting guidelines prescribed by the Company’s regulatory authorities. The following is a summary of the more
significant accounting policies.

Use of estimates in preparation of financial statements

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements. Actual results could differ from those estimates. Material
estimates include the determination of fair value for financial instruments, goodwill, benefit plan obligations, and
tax related accounts.

Cash
Cash represents amounts on deposit with banks and other financial institutions that are not subject to
segregation under federal regulation.

Cash segregated under federal regulations

Cash segregated under federal regulations represents amounts on deposit with banks and other financial
institutions that are subject to segregation under federal regulation for the exclusive benefit of the
Company’s clients.

Securities purchased under agreements to resell, and securities sold under agreements to repurchase
Transactions involving securities purchased under agreements to resell (‘reverse repurchase agreements” or
“reverse repos”) or securities sold under agreements to repurchase (“repurchase agreements” or “repos”) are
accounted for as collateralized agreements. It is the Company’s policy to obtain the right to use the securities
pledged as collateral for resale agreements. Collateral is valued daily, and the Company may require
counterparties to pledge additional collateral or return collateral pledged when appropriate. Reverse repos and
repos are recorded at contractual amounts plus accrued interest. Accrued interest on reverse repos and repos is
included in the Statement of Financial Condition in Other assets and Accrued interest payable on securities
respectively.




BB&T Securities, LLC

(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

Securities owned and securities sold, not yet purchased

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they had settled.
Proprietary securities transactions in non regular-way trades are recorded on the settlement date. Amounts
receivable and payable for the Company’s regular-way securities transactions that have not yet reached their
contractual settlement date are recorded on a net basis on the Statement of Financial Condition.

Securities borrowed

Securities borrowed for cash collateral are accounted for as financing transactions and are included in the
Statement of Financial Condition at the amount of cash advanced in connection with the transactions. The
Company measures the fair value of the securities borrowed against the collateral on a daily basis,
additional collateral is provided to cover deficits, and any excess is reacquired to ensure that such
transactions are properly collateralized.

Customer securities transactions

Customer securities transactions are recorded on a settlement date basis. The Company monitors the fair
value of collateral held and the fair value of securities receivable from others. It is the Company’s policy to
request and obtain additional collateral when deemed appropriate.

Furniture, equipment and leasehold improvements

Furniture, equipment and leasehold improvements are stated at cost less accumulated depreciation and
amortization. Depreciation on furniture and equipment is recorded on a straight-line basis over the estimated
useful lives of the assets (ranging from 2 to 10 years). Leasehold improvements are amortized on a straight-line
basis over the lesser of the lease term, including certain renewals that were deemed probable at lease inception,
or the estimated useful lives of the improvements.

Employee loans

The Company provides certain financial advisors with loans as part of the Company'’s recruiting and retention
strategy for key revenue producing employees. These loans are generally forgiven over a two to nine year period
based upon continued employment with the Company. If the employee leaves before the term of the loan
expires, the balance becomes immediately due and payable. The Company carries a reserve for uncollectible
amounts for terminated employees, which is included in Employee loans in the Statement of Financial Condition.

Goodwill and intangible assets

Goodwill represents the cost in excess of the fair value of net assets acquired (including identifiable intangibles)
in transactions accounted for as business acquisitions. Goodwill is reviewed at least annually for impairment as of
October 1%t each year and more frequently if circumstances exist that indicate a possible reduction in the fair
value of a reporting unit below its carrying value. If, after assessing all relevant events or circumstances, the
Company concludes that it is more-likely-than-not that the fair value of a reporting unit is below its carrying value,
then an impairment test is required. The Company may also elect to bypass the qualitative assessment and
proceed directly to the impairment test. The Company measures impairment using the present value of estimated
future cash flows. Discount rates are based upon the cost of capital specific to the Company'’s industry. If the
carrying value of the Company exceeds its fair value, a second analysis is performed to measure the fair value of
all assets and liabilities. If, based on the second analysis, it is determined that the fair value of the assets and
liabilities of the Company is less than the carrying value, the Company would recognize impairment for the
excess of carrying value over fair value. There were no goodwill impairments recorded in 2019.

Other intangible assets include customer intangibles. Intangible assets other than goodwill, which are determined
to have finite lives, are amortized based upon the estimated economic benefit received. These intangible assets
are included in the Statement of Financial Condition in Other assets.




BB&T Securities, LLC

(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

Derivative financial instruments

The Company enters into non-regular way securities transactions to facilitate TBA trades, when-issued securities,
commercial and municipal defeasance trades and other purchases and sales that require extended settiement
terms in the normal course of business with its clients. The fair value of these derivatives in a gain or loss position
is included in Securities owned, at fair value or Securities sold, not yet purchased, at fair value, respectively, on
the Statement of Financial Condition. The Company does not designate its derivatives as hedges. Additional
derivatives disclosures are found in Note 14.

Leases

The Company has operating leases for corporate offices, branches, retail centers, and certain equipment. The
Company determines if an arrangement is a lease at inception. Operating leases with an original lease term in
excess of one year are included in Other assets and Accrued expenses and other liabilities in the Statement of
Financial Condition. Right-of-use (ROU) assets represent the right to use an underlying asset for the lease term
and lease liabilities represent the obligation to make lease payments arising from the lease. Operating lease
ROU assets and liabilities are recognized at the commencement date based on the present value of lease
payments over the lease term. The Company uses an implicit interest rate in determining the present value of
lease payments when readily determinable, and a collateralized incremental borrowing rate when an implicit rate
is not available. Lease terms consider options to extend or terminate based on the determination of whether such
renewal or termination options are deemed reasonably certain. Lease agreements that contain non-lease
components are generally accounted for as a single lease component.

Income taxes

Deferred income taxes have been recorded when different accounting methods have been used in determining
income for income tax purposes and for financial reporting purposes. Deferred tax assets and liabilities are
recognized based on future tax consequences attributable to differences between the financial statement
carrying values of assets and liabilities and their tax bases.

3. Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants on the measurement date. There is a three level fair value hierarchy that describes
the inputs that are used to measure assets and liabilities.

Level 1
Level 1 asset and liability fair values are based on quoted prices in active markets for identical assets and liabilities.

Level 2

Level 2 asset and liability fair values are based on observable inputs that include: quoted market prices for similar
assets or liabilities; quoted market prices that are not in an active market; or other inputs that are observable in the
market and can be corroborated by observable market data for substantially the full term of the assets or liabilities.

Level 3

Level 3 assets and liabilities are financial instruments whose value is calculated by the use of pricing models and
or discounted cash flow methodologies, as well as financial instruments for which the determination of fair value
requires significant management judgment or estimation. These methodologies may result in a significant portion
of the fair value being derived from unobservable data.



BB&T Securities, LLC

(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

Assets and liabilities measured at fair value on a recurring basis are summarized below:

Fair Value Measurements for Assets and
Liabilities Measured on a Recurring Basis

12/31/2019 Lewel 1 Level 2 Level 3
Assets:
Securities owned:
U.S. government $ 461918 $ - $ 461,918 $ -
U.S. government-sponsored
entities (GSE) 607,366 - 607,366 -
Mortgage-backed securities
issued by GSE 46,954,081 - 46,954,081 -
State and political subdivisions 35,373,210 - 35,373,210 -
Corporate bonds 13,339,382 13,339,382 -
Money Market Instruments 100,000,000 100,000,000 - -
Equity and other securities 2,225 - - 2,225
Brokered certificates of deposit -
Private equity
and similar investments - - - -
Derivative asset:
U.S. government 89,410 - 89,410 -
Mortgage-backed securities
issued by GSE 6,785,391 - 6,785,391 -
State and political subdivisions 4613 - 4613 -
Corporate bonds 59,399 - 59,399 -
Securities owned, pledged:
U.S. government 58,000,902 - 58,000,902 -
U.S. government-sponsored
entities 28,778,019 - 28,778,019 -
Mortgage-backed securities
issued by GSE 35,732,667 - 35,732,667 -
Total assets $326,188,583 $ 100,000,000 $226,186,358 $ 2,225
Liabilities:
Securities sold, not yet purchased:
U.S. government $ 80,629,081 $ - $ 80,629,081 $ -
Derivative liability:
U.S. government 51,946 - 51,946 -
U.S. government-sponsored
entities 225 - 225 -
Mortgage-backed securities
issued by GSE 6,536,029 - 6,536,029 -
State and political subdivisions 160 - 160 -
Corporate bonds 11,219 - 11,219 -
Total liabilities $ 87,228,660 $ - $ 87,228,660 $ -

Securities owned, pledged represent assets pledged under repurchase in which the agreement gives the
counterparty the right to sell or re-pledge the underlying assets, which is discussed further in Note 14.
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(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

The following discussion focuses on the valuation techniques and significant inputs used by the Company in
determining the Level 2 and Level 3 fair values of each significant class of assets and liabilities.

The Company generally utilizes multiple third-party pricing services in determination of the fair value of its
securities portfolio. Fair value measurements are derived from market-based pricing matrices that were
developed using observable inputs that include benchmark yields, benchmark securities, reported trades, offers,
bids, issuer spreads and broker quotes. As described by security type below, additional inputs may be used or
some inputs may not be applicable. In the event that market observable data was not available, which would
generally occur due to the lack of an active market for a given security, the valuation of the security would be
subjective and may involve substantial judgment by management. The Company utilizes mid-market pricing as a
practical expedient. Fair value under this methodology does not differ materially from the fair value when
measured on a bid-ask spread.

Specific valuation techniques and inputs used in determining the fair value of each significant class of
assets and liabilities follow:

U.S. government: These are debt securities guaranteed by the U.S. government. U.S. government
securities are generally valued using market-based pricing matrices that are based on observable inputs
(i.e., including new issue and secondary market data and dealer quotes), and, for U.S. Treasury securities
and Treasury inflation protected securities (“TIPS”), live data from active market makers and inter-dealer
brokers.

U.S. government-sponsored entities (GSE) and Mortgage-backed securities issued by GSE: These are debt
securities issued by U.S. GSEs. GSE pass-through securities are valued using market-based pricing
matrices that are based on observable inputs including benchmark TBA security pricing and yield curves
that were estimated based on U.S. Treasury yields and certain floating rate indices. The pricing matrices for
these securities may also give consideration to pool-specific data supplied directly by the GSE. GSE
collateralized mortgage obligations (“CMOs”) are valued using market-based pricing matrices that are based
on observable inputs including offers, bids, reported trades, dealer quotes and market research reports, the
characteristics of a specific tranche, market convention prepayment speeds and benchmark yield curves.

States and political subdivisions: These securities are valued using market-based pricing matrices based on
observable inputs including Municipal Securities Rulemaking Board (“MSRB") reported trades, issuer
spreads, material event notices and benchmark yield curves. In some cases, there are no observable
market values for these investments and therefore management must estimate the fair value based on
unobservable inputs and/or modeling assumptions.

Corporate bonds: These securities include brokered CD’s and are valued using market-based pricing
matrices that are based on observable inputs including Trade Reporting And Compliance Engine (“TRACE")
reported trades, issuer spreads, material event notices and benchmark yield curves. In some cases, there
are no observable market values for these investments and therefore management must estimate the fair
value based on unobservable inputs and/or modeling assumptions.

Equity and other securities: These securities consist primarily of common stock, preferred stock, and mutual
funds. These securities are valued based on a review of quoted market prices for identical and similar
assets. In cases where there are no observable market values for these investments management
estimates the fair value based on a comparison of the operating performance of the entity to multiples in the
marketplace for similar entities.

Derivative assets and liabilities: The fair values of derivative financial instruments are determined based on
quoted market prices. Derivative assets and liabilities are priced using the methods described above.
Additional derivatives disclosures are found in Note 14.
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Securities owned, not yet purchased: Securities owned, not yet purchased, represent securities sold short.
These trades are primarily a mitigating market risk strategy for the purposes of supporting institutional and
retail client trading activities. Short positions are priced using methods described above.

The table below presents a reconciliation for the year ended December 31, 2019 for Level 3 assets and
liabilities that are measured at fair value on a recurring basis.

Equity &
For the Year Ended Corporate other
December 31, 2019 December 31, 2019 Bonds securities
Balance on January 1, 2019 $ 2,740,526 $ 196,347 $2,544,179
Total realized

and unrealized

gains (losses)

included in earnings:

Principal transactions, net 4 549 5,016 (467)
Purchases - - -
Sales (2,742,850)  (201,363) (2,541,487)
Settiements - - -

Balance at December 31, 2019 $ 2225 $ - 9% 2,225

The Company recognizes transfers in and out of Levels 1, 2 and 3 as of the end of the quarterly reporting
periods.

4. Cash and Cash Segregated under Federal Regulations

The following table provides a reconciliation of Cash and Cash segregated under federal regulations reported
within the Statement of Financial Condition and the Statement of Cash Flows:

12/31/2019

Cash $ 8,901,449
Cash segregated under federal regulations 54,631,922

Total $63,533,371

At December 31, 2019 cash of $54,121,452 was segregated in special reserve bank accounts for the exclusive
benefit of customers under the SEC's “Customer Protection: Reserves and Custody of Securities” Rule 15¢3-3
(SEC Rule 15¢3-3). This rule provides a detailed reserve formula for determining the reserve bank account
requirement. The reserve is calculated as the excess of customer related credits over the customer related
debits. As of December 31, 2019, there was an excess of total credits over total debits of $107,313,412.

The Company also computes a reserve requirement for the proprietary accounts of brokers and dealers
(PAB). At December 31, 2019, the Company had a PAB deposit segregated in special reserve bank
accounts of $510,470. As of December 31, 2019, there was no excess of total credits over total debits.



BB&T Securities, LLC

(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

5. Receivables From and Payables to Brokers, Dealers and Clearing Organizations

The balances shown as receivables from and payables to, brokers, dealers and clearing organizations
represent amounts due for securities transactions made in connection with the Company’s normal trading
and borrowing activities as well as clearing deposits. Securities failed to deliver and receive represent the
contract value of securities not delivered or received on settiement date.

Balances at December 31, 2019 were as follows:

Receivables Payables
Failed to deliver / receive $ 300,466 $ 1,497,931
Clearing organizations 68,330,981 3,016,216
Receivables related to unsettied trades 8,344,872 -
Total $ 76,976,319 $ 4,514,147

6. Fumiture, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improvements consisted of the following at December 31, 2019:

Furniture and equipment $ 9,781,673
Leasehold improvements 12,954,474
Computer equipment 48,293
Computer software 858,944
Less: Accumulated depreciation and amortization (18,425,952)
Total $ 5,217,432

7. Intangible Assets

The Company has certain intangible assets consisting of customer intangibles. The net carrying amount of
customer intangibles is included in Other assets on the Statement of Financial Condition.

The Company has recorded customer intangibles as part of the acquisitions by the Corporation as follows:

Customer intangibles, December 31, 2018 $ 8,455,397
Amortization (1,411,681)
Customer intangibles, December 31, 2019 $ 7,043,716

The estimated remaining useful life for these intangible assets is 11 years.

Year Ended December 31,

2020 2021 2022 2023 2024 Thereafter

Estimated amortization expense 1,318,835 1,166,000 1,079,000 1,001,000 929,000 $1,549,881
of customer intangibles
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BB&T Securities, LLC

(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

8. Short-Term Borrowings

The Company maintains a line of credit with an established financial institution with maximum borrowing

under the line equal to availabie collateral. The line of credit may be collateralized with customers’ securities

pledged for margin loans and securities held for correspondent broker-dealer accounts. As of December 31,
2019, there were no borrowings outstanding in connection with the line of credit, and there was no
borrowing under this line during the year.

The Company maintains an unsecured line of credit from the Parent totaling $725,000,000. As of December 31,
2019, there was no outstanding balance; the average balance outstanding during the year was $26,970,607.
There is no established maturity date under the agreement with the Parent.

9. Liabilities Subordinated to Claims of General Creditors
Liabilities subordinated to the claims of general creditors represent subordinated borrowings with the Parent.
Such borrowings are available in computing the net capital under the SEC'’s uniform net capital rule. To the
extent that such borrowings are required for the Company'’s continued compliance with minimum net capital
requirements, they may not be repaid.

Liabilities subordinated to the claims of general creditors are composed of the following at December 31, 2019:

Subordinated note dated 1999, renewing December 2020 $ 15,000,000
Subordinated note dated 2000, renewing November 2020 15,000,000
Subordinated note dated 2003, renewing June 2020 30,000,000
Subordinated note dated 2007, renewing August 2020 40,000,000
Total $ 100,000,000

The Company maintains a $200,000,000 revolving subordinated loan agreement with the Parent expiring August

31, 2027. As of December 31, 2019, there were no borrowings outstanding in connection with the line of credit,
and there was no borrowing under this line during the year.
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(a wholly-owned subsidiary of Truist Financial Corporation)
Notes to Statement of Financial Condition
December 31, 2019

10. Income Taxes

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and
liabilities included in the Statement of Financial Condition at December 31, 2019 are presented below:

Deferred tax assets:

Accrued incentive compensation $ 17,137,929
Equity-based compensation 5,588,989
Deferred income 229,881
ASC 842 Lease Liability 6,531,747
Depreciation 1,078,931
State depreciation and net operating losses 62,657
Other 997,157
Total deferred tax assets $ 31,627,291
Deferred tax liabilities:
Right of Use Asset $ 5,434,520
Intangibles 1,406,238
Goodwill 12,166,047
Total deferred tax liabilities $ 19,006,805
Net deferred tax asset $ 12,620,486

The Company has no valuation allowance for deferred tax assets based on management's belief that it is more
likely than not that the deferred tax assets will be realized.

The Company had no liabilities for tax related interest recorded on its balance sheet at December 31, 2019.
The Company files U.S. federal, state and local income tax returns. The Company's federal income tax returns
are no longer subject to examination by the IRS for taxable years prior to 2016. With limited exceptions, the
Company is no longer subject to examination by state and local taxing authorities for taxable years prior to 2013.
11. Net Capital Requirements
The Company is subject to SEC Rule 15¢3-1, which requires the maintenance of minimum net capital. The
Company has elected to use the alternative method permitted by SEC Rule 15¢3-1, which requires that the
Company maintain net capital equal to the greater of 2% of aggregate debit items or $1,000,000.
At December 31, 2019, the Company had net capital of $120,488,803, which was $118,249,646 in excess
of its minimum net capital requirement of $2,239,157. Net capital as a percent of aggregate debit balances
was 107.62% at December 31, 2019.
12. Benefit Plans
The Parent offers a 401(k) Savings Plan that permits employees to contribute from 1% to 50% of their cash

compensation. For full-time employees who are 21 years of age or older with one year or more of service, the
Company makes matching contributions of up to 6% of the employee's compensation.
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The Parent has a nonqualified and unfunded deferred compensation arrangement for selected highly
compensated employees. The nonqualified plan allows participants to defer compensation and to receive a
matching contribution for deferrals into this plan on compensation above the Internal Revenue Code limitations.

The Parent has a non-qualified defined benefit plan that only covers certain inactive Company employees. The
costs are charged to current operations and consist of net pension cost based on various actuarial assumptions
regarding future expectations under the plan. The Parent has a qualified defined benefit plan that only covers
certain Company employees.

Certain employees of the Company participate in the Parent's equity-based compensation plans, which provide
for the issuance of the Parent's share-related awards, such as stock options and restricted share units. The fair
value of RSUs is based on the common stock price on the grant date less the present value of expected
dividends that will be foregone during the vesting period. The fair value of options is measured on the grant date
using the Black-Scholes option-pricing model. Substantially all awards are granted in February of each year.
Grants to non-executive employees primarily consist of RSUs. The fair value of restricted shares is based on the
common stock price on the grant date.

The total intrinsic value of the options exercised and restricted share units vested during 2019 was $13,082,469.
The total grant date fair value of equity-based awards that vested during 2019 was $9,970,611.

The following table details the activity during 2019 related to the Parent's stock options awarded to employees of
the Company:

Witd. Avg.
Wid. Avg. Aggregate Remaining Life
Options Exercise Price  Intrinsic Value (Years)

Original outstanding at beginning of period 106,808 $ 25.87
Exercised (47,878) 23.64
Expired (1,896) 18.36

Qutstanding at end of period 57,034 27.99 1,616,020 0.88

Exercisable at the end of period 57,034 27.99 1,616,020 0.88

Exercisable and expected to vest at the end of period 57,034 $ 27.99 1,616,020 0.88

The following table details activity during 2019 related to restricted share units awarded by the Parent to
employees of the Company:

Witd. Avg.

Shares/ Grant-Date

Units Fair Value
Original unvested at beginning of year 476,622 $ 45.76
Transfer (6,145) 48.63
Granted 288,864 50.26
Vested (233,178) 4276
Forfeited (88,456) 50.29
Unwvested at end of year 437,707 49.33
Expected to vest at the end of period 437,707 $ 49.33

The Company has an incentive compensation plan under which certain employees receiving large incentive
awards receive a portion of their award in cash and have a discretionary portion of their incentive paid through
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the issuance of restricted common shares of the Parent under terms of the Parent’s equity compensation plans.
The restricted shares vest evenly over three years from the grant date if the employee meets certain criteria.

Related Party Transactions

The Company is a member of a group of affiliated companies and, as described below and in Notes 8, 9 and 12,
has extensive transactions and relationships with members of the group. Because of these relationships it is
possible that the terms of these transactions are not the same as those that would result from transactions
among wholly unrelated parties.

At December 31, 2019, the Company had bank accounts with an affiliate with an unrestricted cash balance of
$4,032,473. At December 31, 2019, the Company had outstanding drafts payable with an affiliate in the amount
of $9,796,502 which is included in Accrued expenses and other liabilities in the Statement of Financial Condition.

At December 31, 2019, the Company had a Receivable from the Parent and affiliates in the amount of $716,460
in the Statement of Financial Condition. Included in this amount is a receivable relating to IDP fees in the amount
of $642,417 and other miscellaneous receivables in the amount of $74,043.

At December 31, 2019 the Company had payables of $841,912 to an affiliate bank which is included in Accrued
expenses and other liabilities in the Statement of Financial Condition.

Financial Instruments with Off-Statement of Financial Condition Risk

As a securities broker-dealer, the Company is engaged in various securities trading and brokerage activities that
expose the Company to off-Statement of Financial Condition credit and market risk. The Company's principal
activities and exposure to credit risk associated with customers not fulfilling their contractual obligations can be
directly impacted by volatile trading markets.

Additionally, the Company enters into non-regular way securities transactions to facilitate TBA trades, when-
issued securities, commercial and municipal defeasance trades and other purchases and sales that require
extended settlement terms in the normal course of business with its clients. The fair value of these derivatives in
a gain or loss position is included in Securities owned, at fair value or Securities sold, not yet purchased, at fair
value, respectively, on the Statement of Financial Condition.

Derivative contracts are written in amounts referred to as notional amounts. Notional amounts only provide the
basis for calculating payments between counterparties. Notional amounts do not represent amounts to be
exchanged between parties, and are not a measure of market or credit risk. Credit risk on these contracts arises
if counterparties are unable to fulfill their obligations. As of December 31, 2019 the Company had total margin
deposits on TBA transactions in the amount of $2,517,090, which is included in Receivable from customers in the
Statement of Financial Condition. All of the Company’s derivatives had contractual maturities of less than 90 days
as of December 31, 2019.
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As of December 31, 2019, the gross notional amounts and fair value of derivative financial instruments are as
follows:
Notional Amount, Notional Amount,

Long Short Fair Value
(000's) (000's) Gain Loss

US government $ 2620 $ 48516 $ 89410 $ 51,946
US government-sponsored

entities (GSE) 3,554 3,554 - 225
Mortgage-backed securities

issued by GSE 2,977,750 3,060,132 6,785,391 6,536,029
State and political subdivisions 4,280 500 4,613 160
Corporate bonds 36,954 37,349 59,399 11,219

Total non-regular way settlement trades $ 3025158 $ 3,150,051 $ 6,938,813 $ 6,599,579

The Company has established credit policies for commitments involving financial instruments with off-Statement
of Financial Condition credit risk. Such policies include credit review, approvals, limits and monitoring procedures.
Where possible, the Company limits credit risk by generally executing these derivative transactions through
regulated exchanges, which are subject to more stringent policies and procedures than OTC transactions.

At December 31, 2019, the Company had receivables under resale agreements and payables under repurchase
agreements reflected in the Statement of Financial Condition. The Company had no commitments to enter into
future resale and repurchase agreements as of December 31, 2019.

At December 31, 2019, the carrying value of receivables under resale agreements and approximate fair market
values of collateral received that can be sold or re-pledged by the Company were:

Market Value of
Carrying Value Collateral
Securities purchased under agreements to resell $ 90,269,394 $ 90,192,915

At December 31, 2019, the carrying value of payables under repurchase agreements and approximate fair
market values of collateral provided that can be sold or re-pledged by the counterparty were:

Market Value of
Carrying Value Collateral

Securities sold under agreements to repurchase $ 125,119,909 $ 128,381,533

The Company has sold securities that it does not currently own and will therefore be obligated to purchase such
securities at a future date. The Company recorded these obligations in the financial statements at December 31,
2019 at the fair value of the related securities and may incur a loss if the market value of the securities increases
subsequent to December 31, 2019 and prior to settlement of the transaction.

Company seeks to control the risks associated with its customer activities by requiring customers to
maintain margin collateral in compliance with various regulatory and internal guidelines. The required
margin levels are monitored daily and, pursuant to such guidelines, customers are required to pledge
additional collateral or to reduce positions when necessary.
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A portion of the Company’s customer activity involves short sales and the writing of option contracts. Such
transactions may require the Company to purchase or sell financial instruments at prevailing market prices
in order to fulfill the customer's obligations.

Commitments and Contingencies

The Company is required to disclose information about its obligations under certain guarantee arrangements.
Guarantees are defined as contracts and indemnification agreements that contingently require a guarantor to
make payments to the guaranteed party based on changes in an underlying related to an asset, liability, or equity
security of the guaranteed party. Guarantees are also defined as contracts that contingently require the guarantor
to make payments to the guaranteed party based on another entity’s failure to perform under an agreement as
well as indirect guarantees of indebtedness of others.

In connection with its underwriting activities, the Company enters into firm commitments for the purchase of
securities in return for a fee. These commitments require the Company to purchase securities at a specified
price. The underwriting of securities exposes the Company to market and credit risk, primarily in the event that if,
for any reason, securities purchased by the Company cannot be distributed at anticipated price levels. At
December 31, 2019, the Company had $1,056,775 of open underwriting commitments.

The Company is a member of numerous exchanges and clearinghouses. Under the membership agreements,
members are generally required to guarantee the performance of other members. Additionally, if a member
becomes unable to satisfy its obligations to the clearinghouse, other members would be required to meet
shortfalls. To mitigate these performance risks, the exchanges and clearinghouses often reguire members to post
collateral as well as meet certain minimum financial standards. The Company’'s maximum potential liability under
these arrangements cannot be quantified. However, management believes the potential for the Company to be
required to make payments under these arrangements is remote. Accordingly, no contingent liability is recorded
in the statement of financial condition for these arrangements.

Litigation

In the ordinary course of business, the Company is subject to a certain amount of claims, litigation, investigations
and legal and administrative case proceedings, all of which are considered incidental. While the outcome of legal
proceedings is inherently uncertain, based on the information currently available, the Company's management
believes that such proceedings will not have a material adverse effect on the financial position, results of
operations or cash flows of the Company. However, in the event of unexpected future developments, it is
possible that the ultimate resolution of these matters, if unfavorable, may be material to the Company's financial
position, results of operations or cash flows.

Lessee Operating Leases

The Company is obligated under non-cancelable operating leases, which contain escalation clauses, for office
facilities and equipment expiring on various dates through 2026.

Due to the adoption of ASC 842 during 2019, the Company established ROU assets and lease liabilities. The net
impact to equity was a reduction of $75,328. The Company adopted the guidance on a prospective basis and did
not reassess whether any expired or existing contract contains a lease, the classification of leases or the initial
direct costs.

The following table presents additional information on operating leases.
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Operating
December 31, 2018 Leases
ROU Asset $ 20,800,508
Maturities of lease liabilities:
2020 $ 6975117
2021 5,911,079
2022 4,816,308
2023 3,630,998
2024 3,176,615
Thereafter 2,388,814
Total lease payments 26,898,931
Less: imputed interest 1,898,757
Total lease liabilities $ 25,000,174
Weighted average remaining term 4.7 years
Weighted average discount rate 2.98%

18. Subsequent Events

On February 14, 2020, the Parent has received approval from FINRA to merge the Company's institutional
business into an affiliated broker-dealer acquired from STl in the December 6, 2019 merger. The transaction is
expected to be completed later in 2020.

The Company has performed an evaluation of events that have occurred subsequent to December 31, 2019, and

through February 28, 2020. No other material subsequent events have occurred during this period other than
those noted.
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